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Z 
GREECE KEY ECONOMIC INDICATORS 


All values are in millions of dollars and represent period averages unless 
otherwise indicated. Exchange rate: U.S.$1=55.4 (1981), 66.8 (1982), 87.5 
(1983 forecast) drachmas. 1981 1982 % Change 1983a 
82/81 

INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 39,237 3.3° 37,1504 
GNP at Constant (1970) Prices> 7,149 -17,4¢ 5, 4604 
Per Capita GNP,Current Prices U.S.> 4,007 Z.7° 3,7704 
Gross Fixed Asset Formation, 

Current Prices® 5,451 -1,4¢ 4,950¢ 
Disposable Personal Income, 

Current Prices 30,650f 29,0004 
Indices: (1970=100) 

Industrial Production 185.5 180 

Avg. Labor Productivity N/A N/A 

Avg. Industrial Wage 826 980 
Avg. Industrial Wage 

Drachmas Per Day 1,245 
Labor Force (millions )8& Sat 
Unemployment Rate zh ° ° 8.0 


MONEY AND PRICES 
Money Supply 
Bank of Greece Rediscount Rate 
Consumer Price Index (1974=100) 
Wholesale Price Index (1970=100) 
Retail Sales Value Index 

(June 1974=200) 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign osonee* Reserves) 
External Public Debt 


(excludes short-term) 
Debt Service™ 
(excludes short-term) 


Current Accou Deficits" 
Trade Defici if 
Exports, FOB 

U.$.Share %° 


Imports, CIFJ" 
U.$. Share 7%° 


Main Imports from United States 
1982,1983 six months Food products and live animals $70, $9; 
machinery and transport equipment, 
$89, $30; other manufactured goods $74, 
$33; chemicals $37, $15; raw materials 
$111, $52. 


a-Forecast. b-Market prices. c-Because the drachma depreciated against the 
dollar, those percentages are different from the drachma value changes. GNP in 
drachma constant prices dropped by 0.8 per cent in 1981 and by 0.4 per cent in 
1982, No growth is forecast for 1983. d-The projected depreciation of the 
drachma in terms of the dollar in 1983 causes 1983 forecasts in dollars to 
show lower amounts or increases than the corresponding figures in drachmas. 
e-Excl. dwellings. f-Estimate. g-1981 census. h-149,000 unemployed - 1981 
census. i-Since July 1980, 20.5%. j-End period. k-Revised figures: include 
documentary credits (mostly credit facilities). 1-Medium- and long-term 
including suppliers' credits. m-Public and private including suppliers' 
credits of over one year. n-Bank of Greece data. o-Customs (National 
Statistical Service) data. p-48% is petroleum products in 1981 and 60% in 1982. 


Source: Bank of Greece, National Statistical Service, and other agencies. 





INTRODUCTION AND SUMMARY 


Greece's socialist government adopted during 1983 a gradualist 
approach toward economic adjustment: that is, the present 
government sought to reduce public and private consumption and 
channel more economic resources into investment and exports 
without creating social hardship (i.e., reduced living 
standards and higher unemployment). Although some steps in the 
right direction were taken and some limited progress achieved, 
overall the Greek economy continued to be characterized by high 
inflation, low investment, and declining earnings from the 
export of goods and services. The main achievement of Greece's 
socialist government during 1983 has been to maintain relative 
labor peace in the face of rising unemployment and a 21 per 
cent annual inflation rate. For 1984, the government has 
apparently decided to relax the constraints on household 
incomes and public spending. 


Because of this relaxation, there is likely to be some 
deterioration in the economy's performance in 1984. As of 
December 1983 (when this report was written) the outlook for 
1984 is: a current account deficit above two billion dollars or 
a level probably approaching 6 per cent of GDP; perhaps even a 
higher level of official borrowing and a debt service burden 
which exceeds 20 per cent of current account earnings; a gross 
Public Sector Borrowing Requirement of 15 per cent of GDP; a 
1984 inflation rate of close to 20 per cent; a growth in unit 
labor costs in manufacturing by more than 20 per cent; 
unemployment near 8 per cent (or double what it was in 1981); 
and a decline in investment in real terms and zero real growth 
in GNP. 


The lack of significant progress toward a recovery reflects in 
part the difficulties of implementing a painless adjustment 
program at a time of world recession and during a period when 
Greece is facing the brunt of competition from European 
Community producers. But, according to experts at 
international economic organizations, the main obstacles 
hindering improved performance of the Greek economy are: (a) 
excessive state intervention in the market place; (b) 
macro-economic policies which have maintained government and 
household consumption at high levels while reducing to 
unprecedentedly low levels the profits of private companies; 
and (c) unclear policy toward the private sector. The latter 
is due, in part to the impression held by many industrialists 
that, because whole sectors of Greek industry have been 
designated as “ailing,” the government will include them in 
rehabilitation programs which in some instances could involve 
state takeovers of private companies. 





THE LEGACY OF SOCIAL POLICIES 


The present Greek government has inherited a number of 
well-intentioned but expensive socio-economic policies: 
generous pension schemes; strict price controls, restrictions 
on lay-offs of redundant workers; credits to companies in 
difficulty to assure a continuation of operations and job 
protection; growing public sector employment without a 
comparable growth in productivity; minimal or no taxation of 
farmers; an overvalued drachma; and, finally, a tradition of 
annual wage increases above levels justified by productivity. 


With the exception of its incomes policy for 1983, the present 
government generally has continued or even enhanced these 
socio-economic policies as a means of protecting the incomes of 
households, but, as the country's external debt burden 
increases, the Greek government will need to find some way of 
modifying these policies in order to improve prospects for a 
revival of private investment and economic growth. The 
government must also reduce the state's intervention in the 
market and better define the "rules of the game," if it is to 
encourage participation of private enterprise -- including 
foreign investors -- in the Greek economy. 


CURRENT ECONOMIC SITUATION 
ECONOMIC AND BUSINESS CONDITIONS REMAIN UNCERTAIN 


Economic and business conditions in Greece remain uncertain as 
1983 draws to an end. Greece entered 1983 with an economy 
Characterized by recession, declining industrial production and 
exports, a continued high level of inflation and rising 
unemployment. Real GNP stagnated. Gross fixed investment 
declined in real terms for the fourth consecutive year (in 1983 
by about two per cent); the decline would have been greater 
were it not for about a 25 per cent rise (in real terms) in 
public investment expenditures. 


Unemployment was 4.1 per cent by mid-1981 and topped 6.1 per 
cent in 1982, and is expected to rise further to about 8 per 
cent by the end of 1983. The forecast for 1984 is for further 
increases if economic recovery is postponed. Urban 
unemployment, which reached 7.1 per cent in 1982, is estimated 
to be about 10 per cent at the end of 1983. Despite tighter 
price controls, inflation again approached 21 per cent in 1983, 
a rate which is more than three times higher than Greece's EC 
trading partners. 





5 
ECONOMIC PERFORMANCE DEPENDS ON POLICIES 


A major indicator of the country's economic health is the 
current account deficit which, since 1979, has fluctuated 
between 5 and 6 per cent of GNP and has averaged about two 
billion dollars annually. These large deficits are caused 
mainly by government economic policies which, since 1979, have 
maintained household purchasing power for consumer goods 
imports. At the same time, certain measures discourage private 
investment and an expansion of manufacturing production. Some 
of the measures are: an overvalued exchange rate; price 
controls; restrictions on lay-offs of redundant labor; and 
credit restrictions to the private sector (caused mainly by 
extremely large public sector deficits). Moreover, foreign 
direct investment is discouraged by Greek restrictions on the 
repatriation of profits and capital, as well as by bureaucratic 
obstacles. In addition, as described in a subsequent section, 
government intervention in private company affairs has 
increased. Finally, since 1979, the gross public sector 
borrowing requirement has more than doubled reaching about 17 
to 19 per cent of GNP in 1981 but falling to about 15 or 16 per 
cent of GNP in 1982 and 1983 (as measured by the OECD). 


OUTLOOK FOR 1984 


Unless public sector deficits can be reduced substantially from 
1982 and 1983 levels, and unless market mechanisms are allowed 
to function more freely, the performance of the Greek economy 


is unlikely to improve significantly in 1984. As best as can 
be determined through a preliminary reading of the 1984 budget, 
the gross public sector borrowing requirement is projected to 
remain at or exceed current levels which are equal to 15 per 
cent of GDP. Based on various projections, the growth in unit 
labor costs in manufacturing will be more than 20 per cent in 
1984, compared with a projected European Community average of 
4.3 per cent, (i.e., an inflation differential exceeding 16 per 
cent). Under these conditions, Greek exports of goods and 
services may not recover, even if the Drachma continues 
depreciating at the rate prevailing during 1983. It is 
noteworthy in this regard that earnings from the exports of 
goods and services have stagnated since 1979, averaging about 
$10 billion annually in the period up to the end of 1983. 
Moreover, the 1984 incomes policy will no longer be restrictive 
as in 1983, and is likely to be expansionary. This suggests 
that imports of consumer goods may rise. 


GROWTH IN EXTERNAL INDEBTEDNESS 


Thus, it appears that Greece's current account deficit in 1984 
could exceed $2 billion and necessitate a comparable level of 
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official foreign borrowing. Private capital inflows also are 
expected to remain weak. These developments imply a continued 
rapid growth in Greece's external indebtedness and debt service 
ratio. As of the end of 1982, data compiled by the Bank for 
International Settlements suggest that Greece's gross external 
debt was about $10 billion. Taking into account new 
indebtedness arising from official foreign borrowing in 1983 
and the stagnation in current account earnings, Greece's debt 
service ratio almost certainly now exceeds 20 per cent and will 
rise again in 1984. 


GOVERNMENT STEPS UP INTERVENTION 


While Government policy statements seek to encourage private 
enterprise, recent government actions have increased state 
intervention in the market place. On the one hand, the effect 
of Government intervention has been to restrain strike activity 
by unions; on the other hand, it has increased state 
supervision and control over management of a growing number of 
companies. The following were the most significant 


administrative or legislative measures introduced during the 
second half of 1983: 


-- SOCIALIZATION 


Law 1368/83 “socializes" the public sector including the 
state-controlled banks, and institutionalizes employee 
participation in the management of state-controlled enterprises 


and organizations. The law also introduces new procedures 
which make strikes in the public sector more difficult. 


-- REHABILITATION 


"Rehabilitation" of the private sector is to be effected 
through two controversial laws, i.e., Law 1385/83 which 
introduced supervisory councils in the mining sector, and Law 
1386/83 which deals with the so-called “ailing enterprises." 
The law on ailing enterprises (1386/83) facilitates state 
take-overs of companies facing financial difficulties. 
Acquisition would be achieved through the conversion of 
outstanding loans (from state-controlled banks) into equity 
shares in the enterprise. Statements by senior government 
officials indicate that they regard about a third of the 
private companies engaged in manufacturing and mining to be 
“ailing enterprises" and therefore in need of rehabilitation. 


-- FIVE YEAR PLAN 


Through the supervision of government-created boards and via 
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ministerial actions, the investment programs of private 
enterprises must be in accordance with the guidelines and 
priorities of the 1983-87 Five Year Plan (the preliminaries of 
which have been approved by the Parliament). 


-- PRICE CONTROLS 


Strict price controls have created problems for the 
pharmaceutical, beer, and flour milling industries which have 
suffered significant losses. (The pharmaceutical sector also 
is concerned over a Government decision to create a 
state-controlled pharmaceutical industry.) Companies in other 
sectors have seen their profit margins decline or disappear as 
a result of: (a) stricter application of price controls; (b) 
restrictions on layoffs; and (c) high real wage and tax 
increases in previous years. 


-- CREDIT SQUEEZE 


A widespread credit squeeze has affected private enterprises in 
many sectors of the Greek industry. Credits to private 
manufacturers have increased at a pace below the rate of 
inflation, while credits extended to the public sector and 
agriculture have matched or exceeded inflation rates. 


-- GOVERNMENT TAKEOVERS 


In addition, there is a widespread feeling in the private 


business community that the government has not defined clearly 
the "rules of the game" for private enterprise and that ad hoc 
government actions could lead to more state takeovers of _ 
private companies. 


SPECIFIC CASES 


Heracles General Cement Company, apparently financially sound 
and one of the most modern Greek enterprises, was brought under 
state-bank control in September 1983 following controversial 
charges of alleged financial irregularities. Moreover, in 
November, the government moved to take over the Scalistiri 
group of companies (which produce magnesite, refractory bricks 
and other products for use in the steel and cement industry). 
In contrast to the seizure of Heracles, the government 
justified its action against Scalistiri by pointing out the 
need to protect the 5,000 jobs at stake as the company was 
closing down. (See paragraph below on investment climate.) 
There have also been three other government takeovers of 
smaller companies which were ailing enterprises that had 
previously closed and had released several hundred employees. 
The State acquired majority ownership of a third manufacturer, 
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Piraiki-Patraiki, which is Greece's largest textile 
manufacturer with 5,000 employees. Piraiki apparently faced 
some financial difficulties but, at the same time, had tripled 
exports in drachma terms. Management of Piraiki remains, 
however, unchanged and in the hands of the previous major 
shareholder. Through a variety of mechanisms and 
circumstances, a total of 15 or 16 private concerns have over 
the past two years come under government control; with the 
notable exception of "Heracles," the other companies were 
experiencing losses. 


THE INVESTMENT CLIMATE SHOWS LITTLE IMPROVEMENT 


The government has also expanded public investment. The 
extensive boost in public investment in the context of very 
high public sector deficits has given rise in the business 
community to fears that private enterprise financing will be 
“crowded out." This development has aggravated what some would 
characterize as a problem of "business confidence" and a "poor 
investment climate." Such general psychological formulations 
refer in part to uncertainties and lack of clarity in 
government economic poliies, as well as to specific measures. 
One such measure particularly affecting foreign companies is 
the limitation on capital movements. Despite the requirement 
to liberalize financial flows in accordance with EC laws, the 
Greek Government retains restrictions on the repatriation of 
profits and capital. In addition, there are also price 
controls which reduce profit margins, and extensive 
administrative intervention in the banking system. (Credit is 
allocated not by borrower risk or maturities but by 
government-set priorities.) The ultimate effect of these 
policies is: (a) extraordinarily large public sector borrowing 
requirements, (b) high inflation, (c) government intervention 
in the market place, and (d) labor tensions producing an 
adverse private investment climate. 


GOVERNMENT FIGHTS INFLATION WITH A RESTRICTIVE INCOMES POLICY 
AND TIGHTER PRICE CONTROLS 


In order to check the persistent inflation, fed mainly by its 
expansionary policies, the government introduced in 1983 a 
restrictive incomes policy for both the private and the public 
sector. Through delays in adjustments for salaries and wages 
indexed to inflation, nominal wage growth for 1983 is estimated 
to be about 18 per cent compared with an anticipated 21 per 
cent rate of inflation (as measured by the consumer price 
index). In 1982, wage growth was about 28 per cent compared to 
a 21 per cent rate of inflation. Along side its incomes 
policy, the Government seeks to check inflation through a 
system of strict price controls at the wholesale and retail 
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level. Unit labor costs should also rise by about 18 per cent 
in 1983 while industrial production stagnates. 


COMPETITIVENESS ERODED BY OVERVALUED DRACHMA 


Effective January 10, 1983, the Greek Government devalued the 
drachma by about 15.5 per cent against all foreign currencies. 
Thus, the drachma parity changed overnight from the previous 
rate of 71 drachmas per dollar to 83 drachmas per dollar. 

Since then and for about eight months the drachma was pegged to 
the dollar, resulting in a 4 to 16 per cent appreciation of the 
drachma against the major European currencies. As of August 2, 
the drachma had appreciated by 4 per cent against the British 
pound, 22 per cent against the Deutschmark and 16 per cent 
against the French franc. In order to restore competitiveness, 
the Greek Government announced on August 2, its decision to 
disengage from the dollar, link the drachma to a basket of 
currencies and allow a depreciation down to the levels in 
effect following the January 9 devaluation. 


Even by the end of November the drachma was still valued above 
the levels prevailing against most European currencies last 
January (1983). As Greece's inflation rate will continue to 
exert significant pressure on the drachma, the government will 
need to continue downward adjustments in the currency's value 
if it is to preserve the competitiveness of the Greek economy. 
As of mid-December, or at the time this report was prepared, 
the drachma had reached 36 to the Deutschmark and 99 to the 
dollar (i.e., a cross rate of 2.75). 


BALANCE OF PAYMENTS PROBLEMS PARTLY EASED BY EC INFLOWS 


The balance of payments performance, based on statistics 
available for the first nine months of 1983, reflects mainly 
the erosion of competitiveness of Greek exports, the uncertain 
business climate, and an unusual weakness in the traditionally 
strong invisible receipts. The latter is partly due to 
external factors. Moreover, the underlying trends on the 
current account reflect substantial weaknesses. Compared with 
the same period of 1982, imports fell by 8 per cent, due mainly 
to the sharp fall in oil imports made possible by a draw down 
in petroleum stocks. Non-fuel imports fell by 5 per cent in 
value terms (but in volume terms remain largely unchanged). 
Exports also were down by 4 per cent. Invisible receipts fell 
by 12 per cent due to a significant drop of about 23 per cent 
in tourism and shipping earnings. The only increase shown was 
that of the net EC inflows which, for the whole of 1983, are 
expected to increase to about $700 million. (Without EC 
inflows, the current account deficit would have been close to 
$3 billion in 1983.) The current account deficit is expected 
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to remain in the $2 billion range for 1983, the same as in 
1982, while official borrowing is likely to be nearly $2 
billion for 1983. 


GOVERNMENT DIVERSIFIES OIL SUPPLIES, BENEFITS FROM LOWER OIL 
PRICES AND REDUCES OIL STOCKS 


The Government continues its policy of diversifying crude oil 
supply sources over different geographical locations. This 
includes the signing of intergovernmental crude supply 
agreements and resorting to spot market purchases to take 
advantage of attractive supply offers. So far, agreements have 
been signed with the Soviet Union, Libya and Saudi Arabia. In 
negotiating intergovernmental agreements to meet crude 
requirements for 1983, the Government has tried, with limited 
success, to link crude oil supplies with Greek exports or the 
settlement of outstanding debts as in the case of Libya. 
Greece, as an EC member, is expected to align its petroleum 
policy with that of other EC countries by 1986. The Government 
has gradually reduced its previously high oil stocks to levels 
slightly above 90 days consumption. 


GREECE REQUESTS "SPECIAL ARRANGEMENTS" FROM EC 


Stressing the special nature and problems of the Greek economy, 
the perceived negative effects of Greece's accession to the EC, 
and the importance of harmonizing the requirements and benefits 
of EC membership with Greece's five-year plan, the Greek 

Government submitted on March 22, 1982, a memorandum to the EC 


requesting special arrangements. The "Greek Memorandum" asks 
for increased temporary protection for Greek industry and more 
developmental assistance to improve the economy's 
competitiveness. Greece also asked for inclusion of the Athens 
and Thessaloniki areas in any Community financing and for the 
financing of large infrastructure projects. 


EC COMMISSION REPLIES POSITIVELY 


In its response, the EC Commission took account of the Greek 
requests, making a number of specific proposals. The main 
commission proposal would channel most of the developmental 
assistance requested by Greece through the Community's 
yet-to-be approved Mediterranean program. The Commission also 
proposed to expand its criteria of less developed regions to 
include all rural areas and all cities, except for Athens and 
Thessaloniki. Thus, much of the country could qualify for 
special assistance from the Community's Regional Fund. In 
addition, the Community has responded positively to the Greek 
memorandum with decisions affecting agriculture, transport and 
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the environment. While financial assistance may increase in 
response to the Greek Memorandum, the EC is less likely to 
respond positively to requests for extensive protection. 


Greece also has reached an agreement with the Commission on two 
important issues. First, regarding the gradual realignment of 
the Greek tax system with Article 95 of the Treaty of Rome, a 
“regulatory tax" will be introduced from January 1, 1984 which 
will permit Greece to tax Community imports for a temporary 
period. The regulatory tax will be phased out by January l, 
1989. Secondly, the introduction of the Value Added Tax is to 
be postponed for two years, i.e., until January 1, 1986. 


EC BENEFITS FOR GREECE 


The Greek economy has been benefiting from substantial amounts 
of EC financial assistance. Net payments from the EC to Greece 
might increase to about $700 million in 1983, up from $550 
million in 1982. The European Investment Bank (EIB) 
development financing to Greece in recent years has been 
running at about $300 or $400 million annually. EIB financing 
to Greece for 1983 is expected to be about $300 million. 

Thus, Greece is currently receiving about $1 billion every year 
in financial benefits from Brussels. Such amounts are a 
significant contribution towards financing the current account 
deficit, reducing the state budget deficit, and providing funds 
for investment primarily in the public sector.The Mediterranean 
program which the Commission has proposed could eventually 
increase the flow of development funds to Greece. But such a 
program would first need to be approved by the member-states, 
and their approval depends in turn on their ability to resolve 
other difficult Community issues. If the European Community 
manages to resolve in 1984 its budget and related issues, and 
approves a Mediterranean program, the Greek economy could 
benefit from an expansion in EC financial assistance, perhaps 
as early as 1985 or 1986. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. EXPORTERS CAN FIND OPPORTUNITIES WITH PERSISTENCE, 
PATIENCE, AND FOLLOW-UP 


Although Greece is a small market, many American firms have 
found a good niche there and thus new-to-export firms should 
not ignore export opportunities to this newest European 
Community (EC) member. If American suppliers are willing to 
undertake persistent and aggressive marketing efforts, they can 
revive the demand for U.S. goods and technology in many market 
sectors which now is dormant due to the advantages of lower 
shipping costs and reduced tariffs enjoyed by EC exporters. 
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Most export opportunities stem from Greece's need to modernize 
its industrial base in order to meet the stiff competition 
within the unified EC market. This will eventually force the 
country to import high-technology goods and consulting services 
in which U.S. firms have a distinct edge. Certainly the 
Government's ambitious plans for development of its 
transportation, energy, telecommunications, and metals/minerals 
sectors offer major opportunities for U.S. firms, (see detailed 
discussion below). However, doing business in Greece is not a 
simple, straightforward matter, and lack of familiarity with 
the labyrinth of government regulations can lead to frustrating 
delays in licensing approvals or customs clearances. It is, 
therefore, usually preferable to enter the Greek market through 
either an agent or distributorship relationship. (Assistance 
in locating an appropriate agent or distributor can be obtained 
by contacting the nearest Commerce Department District Office.) 


BEST EXPORT PROSPECTS 


Despite the prevailing uncertainty in the market and a general 
lack of investment activity, good opportunities exist for 
increased sales of pollution control equipment; security and 
safety equipment; food processing and packaging equipment; 
telecommunications equipment; computers, peripherals, and 
software; medical instruments and equipment; analytical and 
scientific instruments; electronic components; and business 
equipment. [Relevant details are available from the U.S. 
Department of Commerce Greece Desk Officer, Ann Corro, (tel: 
202-377-3945), and from the Commercial Section of the American 
Embassy in Athens.] 


COMPETITION FOR THE GREEK MARKET STIFFENS 


The European Community has traditionally been Greece's largest 
supplier, providing over 40 per cent of the Greek imports 
during the period 1976-80 and about 50 per cent since 1981 (the 
first year of Greece's full membership). The share of the 
Middle East and North African countries in Greece's imports 
peaked at 26 per cent in 1982 as a result of greater government 
efforts to strengthen trade relations with these countries, but 
declined again to 22 per cent during the first six months of 
1983, reflecting largely a decline in oil imports. The U.S. 
share, which had peaked at 8.4 per cent in 1976, gradually 
declined during the following years to 4.5 per cent in 1982 and 
even further to 3.6 per cent during the first six months of 
1983. 
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In value terms, U.S. exports to Greece increased from $411.8 
million in 1976 to $480.2 million in 1980 but declined to 
$453.0 million in 1981 and to $420.9 million in 1982. 


Corn, which accounted for about one-third of U.S. exports to 
Greece during the 1977-79 period, declined continuously during 
the last three years due to a significant increase in domestic 
corn production. Machinery and transport equipment, which 
dominated U.S. exports to Greece during the 1967-76 decade, 
declined to about a 22-23 per cent share during the period 
1977-80, recovered to a 27 per cent in 1981 as a result of 
greater government outlays, but declined again to about 20 per 
cent in 1982 and the first six months of 1983 due to continuing 
stagnation in the country's domestic and foreign investment 
sectors. Crude materials (mainly oilseeds, textile fibers, 
minerals and scrap metal) dominated U.S. exports to Greece 
during the last three years. 


The foregoing is based on the Greek National Statistical 
Service data which may understate the U.S. share of the Greek 
import market by several percentage points as a result of their 
commodity coverage (excluding military equipment), timing, and 
valuation bases. 


XPORT PROMOTION EVENTS 


An effective way of introducing U.S. products, contacting 
potential endusers, appointing representatives or supporting an 


existing distributor is through trade promotion events 
sponsored by the U.S. Department of Commerce and organized by 
the Foreign Commercial Service personnel at the U.S. Embassy in 
Athens. Detailed information on the following upcoming events 
can be obtained from the Greek Desk, U.S. Department of 
Commerce, tel: (202) 377-3945. 


Telecommunications Equipment, Seminar/ 
Trade Mission April 1984 


Iowa Manufacturers Assn, 
Trade Mission May 1984 


Air and Water Pollution Seminar Mission June 1984 


Thessaloniki International Fair September 1984 


NEW INVESTMENT INCENTIVE LEGISLATION 


The new investment incentive Law 1262 went into effect on June 








16, 1982, superseding Law 1116/81. Law 1262 is designed to 
stimulate local and foreign investment and promote social 
targets by extending additional incentives to local govenment 
enterprises, cooperatives, workers and seamen.-. The law also 
introduces State intervention in private investment projects. 
Investment incentives extended under the law include (a) 
non-repayable State grants covering part of investment 
expenditure, (b) State subsidies on interest of public bond 
loans and loans from banks or other financing institutions, (c) 
deductions from taxable net profits, and (d) additional 
depreciation over and above established mandatory rates. 
Investment grants, the most important facet of the law, may be 
as high as 50 percent of total investment expenditure. Grant 
assistance is tied to a minimum capital contribution on the 
part of the investor, fixed as a percentage of investment 
expenditure and amounting to up to 35 percent. Non-repayable 
grant assistance applies to investments of up to 400 million 
drachmas. For the segment over and above 400 million drachmas, 
grant assistance may be, depending on the case, in the form of 
either total or partial State participation in the capital 
stock of the investing enterprise. To encourage investment by 
local government enterprises, cooperatives, Greeks working 
abroad and Greek seamen, maximum rates of grant assistance will 
be raised by 15 percentage points. Growing attention to 
environmental protection, energy conservation, industrial, 
mineral and energy research, and technological advancement is 
reflected in the extension of the foregoing preferential grant 
rates (15 percentage points over and above normal rates) to 
investment in these sectors. On May 24, 1983, Law 1360 went 
into effect amending Law 1262, without, however, changing its 
philosophy and substance. Amendments introduced are designed 
to simplify and speed up procedures governing the screening and 
approval of investmentapplications and to improve investment 


incentives corresponding to the development areas provided 
under the law. 


THE PETROLEUM SECTOR 


The Greek Government announced on July 29 the sale of Esso 
Pappas’ assets in Greece to the Greek State at the total 
purchase price of $15 million. Esso's assets include: a) an 
industrial complex composed of an oil refinery and ammonia, 
ethylene, solvents, PVC, caustic soda, chlorine and organic 
chemical units and ancillary facilities, b) storage, port and 
distribution facilities, and c) a petroleum product marketing 
network. The Greek Government plans to make new investments in 
the Esso complex in conjunction with those carried out by the 
State-owned Aspropyrgos oil refinery to enhance its 
regulatory role in the domestic petroleum market within 
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the more liberal European Community requirements. The $300 
million Aspropyrgos oil refinery expansion is scheduled to be 
completed late in 1986. The Greek Government signed, early in 
September, an intergovernmental agreement with Saudi Arabia for 
the supply of 1.2 million tons of crude oil to Greece. The 
total quantity of the crude contracted for will be delivered in 
partial shipments with 700,000 tons during the period ending 
December 31, 1983, and 500,000 tons by April 30, 1984. 
Settlement of the value of the crude will be made in free 
foreign exchange. The Public Petroleum Corporation (DEP) 
announced on August 16, that the Italian State-owned AGIP 
S.P.A. has relinquished its oil exploration and development 
contractual rights to a 1300 square kilometer offshore area 
near the island of Paxai, in the Ionian Sea, after investing 
$15 million in oil exploration, on grounds that the declining 
price of petroleum on the world market and the high cost of 
commercial development of oil reserves located at great depths 
have made investment in the Paxoi concession area 

uneconomical. DEP has retained AGIP as its technical 
consultant and will proceed with completing AGIP's oil drilling 
program. A six-member Soviet delegation headed by the Deputy 
Foreign Trade Minister visited Athens, early in July, and 
discussed with the GOG the supply of natural gas to Greece. 
Greek-Soviet talks were of an exploratory nature since Greece 
is lacking the infrastructure for the supply and use of natural 
gas. Should Greece decide to proceed with the construction of 
a national gas supply and distribution network, Greek natural 
gas requirements are estimated, in the first phase, at 2 
billion cubic meters annually or 14 percent of total domestic 
energy requirements. 


THE TOURIST SECTOR 


Tourist traffic during the period January-September 1983 
totaled 4,648,000 visitors as against 4,842,000 during the 
corresponding period of 1982; a 4 percent decline. Earnings 
from tourism during the first 8 months of 1983 totaled $763 
million as against $986 million during the corresponding 1982, 
a 22.6 percent drop. According to the Greek Tourist 
Organization, tourist traffic in 1984 is expected to register 
an 11 percent increase over 1983 levels. Greek hotel room 
Charges for 1984 will be 12 percent higher in dollar terms than 
in 1983. The “Ledra Marriott" 270-room luxury hotel, which is 
controlled by Cypriot interests and operates under a Marriott 
International franchise, was inaugurated last April in Athens. 





MAJOR PROJECTS 


TRANSPORTATION PROJECTS: In January 1983 the Greek Government 
deferred for two years a final decision whether to proceed with 
construction of a new airport for Athens (Athens Airport, 
S.A.), for which earthmoving works at the Spata site have been 
nearly completed. The government believes that the present 
airport at Hellenikon is adequate for the capital area's 
requirements for the next 5-7 years. Plans for construction of 
the Athens metro have also been frozen for the next five years, 
while alternate solutions are being examined. Modernization 
and electrification of the railways network, costing $450 
million, is scheduled to be completed by 1990 and tenders are 
being invited for portions of the project. 


TELECOMMUNICATIONS PROJECTS: Modernization of Greece's air 
traffic control system is being implemented by the Hellenic 
Civil Aviation Authority (HCAA) at an estimated cost of $70 
million, with assistance of abut $16 million from the European 
Investment Bank. Equipment for Phase I of the project, which 
is scheduled for completion in 1987, has been tendered. Phase 
II, which will require radar, a flight plan processing system 
and other equipment is scheduled for completion by 1990. The 
Hellenic Telecommunications Organization (OTE) proposes to 
install additional antennas for communication via satellite 
(INTELSAT) and to build a communications system for Greece's 
connection to the European Satellite Communications System 
(EURTELSAT), a ship-to-shore coastal station and other 
facilities intended to upgrade Greece's telecommunications. 
The NATO Common Infrastructure Program for Greece includes 
projects such as submarine cable connections, radio links, air 
traffic control systems, etc. 


ENERGY PROJECTS: In the wake of the 1973 energy crisis, Greek 
governmental policies have pursued development and utilization 
of indigenous energy resources (lignite and hydroelectric) as 
means of reducing dependency on oil imports. This is also 
reflected in the latest ten-year 1983-1992 power development 
plan of the Public Power Corporation (PPC) which provides for 
the installation by 1992 of ten lignite-burning units of 300 
Megawatts each and eighteen hydrolectric units totalling 1,700 
MW, including units under construction totalling 2,600 MW. 
Development of renewable energy sources (geothermal, solar and 
wind) is also being pursued and encouraged. Imported steam 
coal has started playing a role in Greece, both as a substitute 
for oil in the cement industry and as a mix with lignite for 
improving the efficiency of PPC's lignite-burning power units 
Whose lignite extraction program is slow in meeting 
requirements. It has been officially announced that Greece 





17 


will import 3 million tons of coal in 1984 of which roughly 
half will be for the PPC. Plans for a nuclear power unit have 
been shelved for the time being. 


AGRICULTURE PROJECTS: The Ministry of Agriculture is 
proceeding with plans to construct 23 slaughterhouses and meat 
processing plants in different parts of Greece through the 
local firm Metek, S.A., which will coordinate the preparation 
of the engineering plans with the assistance of a foreign 
consultant and will subsequently invite tenders for the supply 
and installation of the equipment. Other projects are financed 
by the European Investment Bank (EIB), the FEOGA and other EC 
financing sources. 


HEALTH PROJECTS: A $15 million, 240-bed heart-surgery hospital 
is planned for construction in Isthmia, near Corinth, with 
assistance from a group of Greek and foreign investors. The 
Greek Government's health plans include the construction of 
about 400 health centers. 


INDUSTRIAL PROJECTS: The Greek Government has given 
preliminary approval for the construction of a 600,000 ton per 
year alumina project at a cost of $600 million, which would 
exploit local bauxite reserves. The Soviet Union has provided 
the feasibility study for this project and discussions are 
continuing with the Soviets for a construction contract and 
supply of technology. A 23.8 billion drachma (U.S. $300 
million) metallurgical complex to produce 40,000 tons of zinc, 
40,000 tons of lead, 2.5 tons of gold, 110 tons of silver, 
40,000 tons of sulphuric acid, 90,000 tons of phosphoric acid 
and small quantities of cadmium and bismuth is scheduled to be 
established in Amphnipolis, East Macedonia, by METVA (North 
Aegean Metallurgical Industries S.A.), a government-owned 
entity. Several shipbreaking units for the production of 
scrap, valued at 2.7 billion drachmas have been planned in 
order to meet the requirements of small steel mills and 
foundries and to supplant scrap imports. A dried lignite unit 
to supply industrial and civilian fuel consumption 
requirements, in addition to a lignite gas unit, are also 
scheduled to begin operation as soon as they receive final 
government approval. An investment of 500 million drachmas is 
estimated for the completion of these projects. The 60,000 
metric tons per year stainless steel project came closer to 
realization following the July 1983 decision by the Council of 
EC Ministers of industry to permit Greece to increase its steel 
output, using existing ferronickel and ferrochrome production. 
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GREECE CONTINUES TO SERVE AS REGIONAL COMMERCIAL CENTER 


Located near the land connection of Europe, Asia, and Africa, 
Greece has historically enjoyed close cultural and commercial 
ties with the countries of the Middle East and Africa. Since 
1975, when Lebanon started to experience a period of prolonged 
and continuing disarray, about 150 American companies have 
taken advantage of Greece's favorable location by establishing 
regional marketing offices in Athens. They are attracted by 
Greece's proximity to Middle Eastern markets, as well as its 
telecommunications, air transportation, and postal links. In 
addition, through Law 89/67, the government grants incentives 
to foreign enterprises establishing in Greece conducting 
business outside of the country by exempting them from 
significant customs duty, corporate tax, and other 
liabilities. In 1983, U.S. exports to the Middle East and 
North Africa are expected to approach $19.5 billion. 


CONTROLS INTENSIFIED ON LAW 89 COMPANIES 


Alternate National Economy Minister Vaitsos recently sought to 
clarify the Greek Government's stance toward Law 89 companies. 
Although reiterating the government's continued support for Law 
89 companies, Vaitsos stressed that these firms should conform 
with the targets in Greece's Five Year Plan. He also pointed 
out in this regard that the government is scrutinizing more 
carefully the operations of Law 89 companies. Referring to a 
recent survey, he noted that many Law 89 companies had failed 


to meet their obligations in maintaining minimum levels of 
foreign exchange deposits and guarantees. Vaitsos stated that 


permits of some companies not meeting their obligations have 
been withdrawn. 
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